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1946 1945 
FEBRUARY JANUARY | DECEMBER | FEBRUARY 
MONTH END DATA 
Shares Listed (Mil.) 1.620 1,614 1,592 1,498 
Share Issues Listed (No.) 1,278 1,276 1,269 1,256 
Par Value of Bonds Listed (Mil. $) 139,299 138,961 138,085 111,995 
Bond Issues Listed ; (No.) 978 979 982 1,054 
Total Stock and/or Bond Issuers (No.) 1,180 1,177 1,172 1,177 
Market Value of Listed Shares (Mil. $) 74.165 78,468 73,765 59,680 
Market Value of Listed Bonds (Mil. S) 146,524 145,556 143,111 114,882 
Market Value of All Listed Securities . (Mil. $) 220,689 224,024 216,876 174,562 
Flat Average Price—All Share Issues A (S$) 61.12 63.43 61.07 54.02 
| Shares: Market Value Shares Listed A (S) 45.79 48.61 46.33 39.84 
i Bonds: Market Value — Par Value A (S) 105.19 104.75 103.64 102.58 
Stock Price Index (12/31/24—100) AB (%) 92.6 98.2 93.5 77.8 
Member Borrowings on U. S. Gov't Issues (Mil. $) 369 363 494 315 
Member Borrowings on Other Collateral . (Mil. $) 440 520 579 576 
Per cent of Market Value of Listed Shares (&) 0.59 0.66 0.79 0.96 
Member Borrowings—Total (Mil. $) 809 883 1,073 891 
N.Y.S.E. Members’ Branch Offices (No.) 858 851 841 800 
Total Non-Member Correspondent Offices (No.) 2,438 2,432 2,413 2,354 
Customers’ Net Debit Balances CD (Mil. S) 1,048 1,168 1,138 1,0001 
Credit Extended on U. S. Gov't Obligations 
Included in Preceding Item CD (Mil. $) 172 193 196 N.A. 
Customers’ Free Credit Balances CD (Mil. $) 760 727 652 5401 
DATA FOR FULL MONTH 
Reported Share Volume a (Thou.) 34.093 51.510 34,151 32,613 
Daily Average (Incl. Saturdays) (Thou.) 1,623 1.981 1,423 1,482 
Daily Average (Excl. Saturdays) . (Thou.) 1,711 2,142 1,573 1,653 
Ratio to Listed Shares (-& & a (%) 2.11 3.21 2.16 2.18 
Total Share Volume (Incl. Odd Lots) F (Thou.) 51,851 69,182 47,314 41,887 
Money Value of Total Share Sales | (Thou. $) | 1,573,357 1.945.896 1,405,732 | 1,049,411 
Reported Bond Volume (Par Value) (Thou. $) 129,337 186.923 141,431 191,747 
Daily Average (Incl. Saturdays) (Thou. $) 6.159 7.189 5,893 8,716 
Daily Average (Excl. Saturdays) . (Thou. $) 6.624 7.832 6,515 9,701 
Ratio to Par Value of Listed Bonds (6c) 093 135 .107 7h 
Total Bond Volume (Par Value) F (Thou. $) 146,310 204.041 175,083 201,689 
Money Value of Total Bond Sales F (Thou. $) 110,162 155,270 128,617 143,104 
N.Y.S.E. Memberships Transferred . (No.) 3 12 13 2 
? Average Price (S) 96.000 95.000 89,500 61,000 
¢ 3/15/46 2/15/46 1/15/46 3/15/45 
Shares in Short Interest F (Thou.) 1,016 1,121 1,270 1,520 
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PETROLEUM . . Surprises Impart 
Features to Early Post-War 
Motorists’ Demands 








By J. WILLIAM SMALLWOOD 


"so ‘er up and let’s go! 
These words, heard from one end 


of the country to the other within only 
hours after the V-J Day announcement. 
best tell the story of the oil industry’: 
rapid transition from war to peace. 
Notwithstanding the industry's ability 
overnight to supply all civilian motor fuel 
needs, those familiar with the situation 
were aware that major problems of ad- 
justment faced the industry. With petro- 
leum accounting for nearly 60 per cent of 
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CHANGES WROUGHT BY MODERN METHODS 
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But with 


experienced a drop in volume. 
the knowledge that this is 
situation 


a temporary 
indications now are that the 
problem will be met with an 
ness comparable to that which solved the 
many 


ageressive- 


problems of wartime. 

Although the demand for petroleum in 
the United States in the first vear or 2 
after the war was the subject of intensive 


study in many quarters. actual eXperl- 
ence since the collapse of Japan. and latest 
industry indicate that demand 


during this period will he considerably 
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to lower levels of demand is an unusual 


one for the oil industry which has seldom 








above earlier estimates, mainly because 
military and export requirements are run- 
ning higher than had been anticipated. 
Consequently, the decline in the oil in- 
dustry’s operations since the end of the 
war has not been so sharp as was previ- 
ously calculated and estimates of the time 
when postwar demand will equal the war- 
time peak have been considerably ad- 
vanced, 

\fter adjusting the estimates of basic 
demand prepared last November by the 
economics committee of the Petroleum 
Industry War Council to reflect the more 
recent trends. the Oil Weekly. in its Year- 
book-Forecast issue. estimates that total 
absorption for United States crude oil and 
petroleum products in 1946 will average 
1.917.000 barrels daily. While this is 7.4 
per cent below average daily demand of 
5.340.000 barrels in 1945. it is 578,000 
barrels daily or 13.2 per cent higher than 
the average of 4.3609,000 barrels daily in 
LOVL. the peak peacetime year, 


Balance of Supplies 


It will be seen from the accompanying 
table showing the forecast of petroleum 
supply and demand that. after allowing 
for oil imports and domestic production 
of natural gasoline. there will be a_bal- 
ance of about 4.277.000 barrels dailv to 
be supplied by domestic production of 
crude oil. This rate of production allows 
only for meeting demand without any 
additions to inventories. Actually, stocks 
of crude oil are regarded as being close 
to minimum working levels and some in- 
crease will probably be needed to provide 
greater flexibility in crude oil movements 
now that government control of such ae- 
tivity has ended. It is probable therefore 
that crude oil production will average 
close to 4.300.000 barrels daily in 19-46. 
This would be 8.2 per cent lower than in 
1945, but 11.8 per cent above the average 
of 3.842.000 barrels daily for 1941. 

Phe interruption of normal producing 
and refining operations by strikes last fall 
made it necessary to sustain operations 
throughout the Winter at higher levels 
than otherwise would have been the case 
in order to meet the heavy Winter de- 
mands for fuel oil and kerosene. stocks of 
which had been reduced to uneconomi- 
cally low levels. Together with the fact 
that total petroleum consumption in re- 
cent years has been reaching a peak in 
Winter rather than Summer. this was re- 
flected in a relatively high rate of pro- 
duction in January and February, when 
output averaged 4,610,000 barrels daily. 

It is apparent, therefore, that a further 
substantial reduction in crude production 


2 


is required if balance! operations are to 
be attained by the inuustry this year. Rec- 
ognizing this fact and taking cognizance 
of the high level to which gasoline stocks 
have been built. the Texas Railroad Com- 
mission ordered a reduction of 353.000 
barrels in that State's daily allowable pro- 
duction in March. 


Mid-Year Low Point 

It appears that the low point in postwar 
demand will probably come about the 
middle of 1946. with the downtrend re- 
versed in the second half of the vear or 
at about the time when the automobile in- 
dustry is expected to be in. or close to, 
full production. Considering such factors 
as growth in population. industrial activ- 
ity and employment. increased transport 
needs. oil burner installations and conver- 
sions. and the development of new uses. 
including petroleum chemistry. expansion 
in petroleum thereafter 
should be at a rate at least equal to that 


consumption 
prevailing in prewar years. Indications 
are, therefore. that total demand will ap- 
proach the wartime peak sometime in 
1948-49, 

While. as has been previously stated. 
current petroleum consumption has been 
exceeding earlier estimates. mainly be- 
cause postwar military and export re- 


quirements have been larger than antici- 
pated, calculations of post-war civilian 
gasoline usage were also underestimated. 
Estimates of gasoline demand based on 
prewar per-car consumption and_ the 
smaller number of motor vehicles on the 
road failed to allow sufficiently for a 
greatly increased operation of remaining 
cars by a travel-hungry public with a 
higher purchasing power than at any 
other time in history. 

Despite higher average age of existing 
cars, scarcity of tires and batteries, dif- 
ficulty in getting repair service and over- 
crowded lodging places, the motoring 
public has been driving to distant vaca- 
tion resorts in numbers far greater than 
was thought possible. Reports of clubs 
affiliated with the American Automobile 
\ssociation indicate that one of the great- 
est highway-travel rushes is on the way 
and will be particularly noticeable once 
production of new passenger cars exceeds 
scrappage of old cars. 


Premium Fuel 
Another development that had not been 
fully anticipated was the unusually heavy 
demand for premium grade motor fuels. 
sales of which have been running at sev- 
eral times While this 


prewar ratios. 


(continued on page 12) 


FORECAST OF PETROLEUM DEMAND AND SUPPLY 
FOR 1946 COMPARED WITH 1945 AND 1941 
(Thousands of Barrels Daily) 


DEMAND 
Motor Fuel 
Domestic 
Export 
Residual Fuel Oil 
Domestic 
Export 
Distillate Fuel Oil 
Domestic 
Export 
Kerosene 
Domestic 
Export 
Lubricants 
Domestic 
Export 
Other & Losses 
Total Demand 
Domestic 
Export 
SUPPL‘ 
Domestic Production 
Crude Oil 
Natural Gasoline 
Imports 
Crude Oil 
Refined Products 
Fotal New Supply 


Forecast by The Oil F eekly. 


1946* 1945 1941 
.... 2.018 2,192 1.903 
sexs eel 1,956 1,829 
scene 187 236 74 
woes 12,24] 1.460 1.089 
.... 1,184 1,427 1,050 
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Diamine 678 639 545 
wee 4947 5.340 4.369 

se Sana 1.422 1.837 4.071 
scarey 525 503 298 
soos 4582 4,997 1.073 
con STZ 1.686 3,842 

ee 305 31] 231 

ee 305 306 266 

ere 210 202 139 
asta 155 104. 127 
tee MOET 5,303 4,339 








Some Deductions From Late-Winter 
Reaction of Stock Market Prices 


By L. O. HOOPER 





. is too early to judge the significance 
of the February reaction in the stock 
market in the cool light of history. What 
is said in this article, therefore. must be 
regarded as current philosophy rather 
than a chronological record, This preface 
is intended as a diluting introduction to 
anything that follows which may seem to 
he in the nature of a prediction. It will 
he necessary to make some assumptions, 
which may or may not be justified, in 
order to develop the points I wish to 
make. 

These assumptions, however, will be 
incidental to the more serious purpose of 
attempting to analyze the probable action 
of the modern, regulated, manipulation- 
free, cash-financed market in times of 
urgent liquidation. The investment com- 
munity has been treated to the agreeable 
spectacle of how a cash market acts in a 
period of enthusiastic buying, but it has 
not yet found out just what will happen 
when market psychology is reversed. 

Opportune Time 

I have a few ideas. The public will not 
listen to them when everything is “going 
to 200,” but it may be more receptive at 
this time after the market has felt a mild 
chill, 

\t the outset, I would like to express 
the opinion, and market opinions, even 
when they come from people reputed to 
be expert, are worth only a dime a dozen, 
that the February reversal does not sig- 
nal the beginning of a bear market. 

Until proved wrong, I shall assume 
that it was merely an overdue contra- 





Market Interpretation 


Efforts to interpret the signifi- 
cance of stock market movements 
afford material for use by the stu- 
dent of trading 
trends, With such a result in mind, 
THE ExCHANGE asked a_ market 
technician and member of the Ex- 
ecutive Committee of the New York 
Society of Security Analysts, Inc., 
to discuss the February price reac- 


investment and 


tion. The accompanying article re- 
flects solely the author’s individual 
points of view. 











trend movement. After a period of hesi- 
tation and dull trading, like that which 
followed a similar retreat in the late 
Winter of 1926. I look for the main up- 
ward movement to be resumed, perhaps 
with a new group of stocks leading the 
rise. As I see it. the equation between 
the supply of investable funds and the 
supply of available common stocks still 
rules out a real bear market, especially 
at a time when we have not beeun to meet 
the war accumulated deficit in civilian 
production. 
After Two Years 

This price set-back created quite a stir. 
For 26 months before it came, there had 
not been a full-fledged contra-trend move- 
ment in the averages. meaning a simul- 
taneous 10 per cent recession in both the 
Dow-Jones rail share and industrial share 





indices. The public had become unaccus- 
tomed to what formerly were regarded as 
“normal” intermediate reactions, It 
thought they could not happen in a cash 
hull market founded on such a huge sup- 
ply of money and such a limited supply 
of shares. 

The price recession, as measured from 
the February highs to the February lows, 
was 11.3 per cent in the industrials and 
12.6 per cent in the rails and was accom- 
plished in 15 or 16 sessions, Only about 
27.000.000 shares were traded on the 
New York Stock Exchange during the pe- 
riod of decline. Back in July, 1933. we 
had a contra-trend movement in which 
about 2'4 times as many shares were 
traded in only 13 sessions and the indus- 
trials broke 26 per cent and the rails 36 
per cent. In the spring of 1926 there was 
a contra-trend movement which lasted 39 
sessions in which 214 times as many 
shares were traded and the industrials 
broke 16.6 per cent and the rails about 
& per cent. 

The February price recession, cancel- 
ing only a litthke more than half of the 
rise in the averages from the July-August 
lows of 1945, was of hardly more than 
“minimum proportions” and_ definitely 
less violent than numerous technical re- 
actions in the past. Very few people 
really “got hurt.” In 1933 and 1926 there 
were real financial casualties. 

While last month’s fall was going on 
(and afterwards, of course) there was 
much disquieting news about labor trou- 
bles. wage-price 


relationships, — profits 


2 
) 








trends for the first half of 1946 and the 
relationships of the rest of the world with 
this budget 
varied little in quality, although more in 
intensity. from that which failed to influ- 
ence the market adversely during Decem- 


Russia: but most of news 


ber and January. 


{ll in the Same Boat 


One of the puzzling things about the 
set-back was that the highly speculative 
stocks, in which the so-called speculative 
public Was supposed to be most interested. 
did not act any worse than the old-line 
issues widely held by institutions and con- 
Taking the Barron's 


30 low priced stocks index as a measure- 


servative investors. 


ment. the spec ulative stocks declined less 
than 7 per cent while the Dow-Jones in- 
dustrials. stocks. 
was declining more than 12 per 


made up of standard 


yA cent 
That would suggest that either (a) the 
market in good stocks was thinner than 
the market in the speculative issues. or 
(bh) that the than the 
speculators were 


rather 
“seared.” 


investors 


The conclusion I am inclined to draw 
is that the speculative public did not liqui- 
date in any important volume. and that 
the speculative part of the bull market 
was not affected by this 


(they formerly, 


as thoroughly 
contra-trend 
called them shake-outs) 
in the “technical 


movement 
as it used to be 
reactions” common. to 
markets in which there was a large ma- 
nipulative and margin account interest. 
Where did the selling come from? I 
asked a lot of brokers this question. but 
the answers I got were far from satisfvy- 
that it did not 
Probably 
there were no margin calls at all. at least 
in the former sense of the term. It is 
doubtful if there 
liquidation” 


ing. Evervone agreed 


come from margin accounts. 


was anv “involuntary 


whatever. That there was 


some “institutional” selling all through 
December and January everyone agrees, 
but it was not hasty and not large in vol- 
creat deal of this 
selling was nothing but switching from 
another. A 
many, investment counsellors were mildly 


ume: furthermore, a 


one issue to few. but not 
bearish, but their clients sold stocks spar- 
ingly rather than freely. 

Suddenly. in the middle of the break. 
the more prominent investment advisory 
services with a wide circulation became 
and _ their 
influence may have added some fuel to 
the flames. 

There is not the slightest doubt but 
that a few people sold out to stop profits 


almost unanimously cautious 


from melting away. just as in past de- 
clines traders often sold to stop accumu- 
lating losses. There was very little stop- 
loss selling. Trading sentiment. it will be 
remembered, was adversely influenced by 
the incident in Philip Morris stock and 
hy several unexpected dividend omissions 
or reductions by second line companies: 
hut a few jolts in individual stocks al- 
always intermediate 
dlownward movement. so there was noth- 


most herald an 
ing unusual about that. In every session 
but 2. 
sold. 
The thing that impresses me about this 
break are the lessons that ought to be 
drawn from it. 


more odd lots were bought than 


I mean lessons for future 
As I see 


it, it could go considerably further (in 


rather than present reference. 


some secondary selling movement before 
the downtrend finally is reversed by the 
establishment of new highs) without con- 
firming the existence of a bear market. 
[ would not begin more than to suspect a 
bear market, for instance. until the July- 
August, 19145. lows are broken in both 
averages, 


The first lesson I would draw from this 


WAITING FOR THE SHIP BREAKER 


“* — 


break concerns the thinness of the market 
When stocks 
are offered for sale. those who would like 
to support the market have greatly lim- 
ited buying power. The floor trader’s op. 


under present conditions. 


erations, as compared with his past mo- 
bility, are painfully restricted. The com- 
pany official who wants to buy his own 
stock long has been circumscribed by his 
liability under the and Ex- 
change Act. Rich men can’t employ stock 
price support (buying for short term) 
which formerly was so effective: some of 


Securities 


these practices now are regarded as noth- 
illegal 


others involve short-term trading posi- 


ing short of “manipulation”: 
tions which cant possibly be attractive 
risks under present capital gains tax rates. 

The public can't buy on margin. The 
short interest usually is small, And over 
and above all else, the very knowledge 
that the market has been made thin by 
all of these restrictions on buying power 
will inhibit risk-taking. Everyone who 
follows the stock market is innoculated 
with a virus that a trend once established 
is likely to continue, and these thin mar- 
kets put the fear of loss into people who 
otherwise might be more aggressive in 
times of crisis. 


(continued on page 8) 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE ExcuHancE has been 
obtained from sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 














Back-wash of World War II, 27 Obsolete Great Lakes Grain and Ore Carriers. Sold 


SS 


CUSHING 


for $300,000, Will Be Turned Into Scrap, Possibly to Be Turned Again Into Ships 
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( aeven Earnings’ Records for 1945 Disclose Effects 
of Unusual Corporate Problems 


«HEN study of 1945 earnings of 
\\ corporations with securities on the 
; York Stock Exchange is transferred 

the general, depicted in the table 
ww. to the particular, some striking 
imentaries on war influences and the 
‘iermath of war come into sight. The 
tabled record deals with something over 
half of the companies with stocks listed 
the Exchange: the task of handling 
perplexing accounting and other unusual 
items has evidently retarded in many in- 
stances the issuance of final figures for 
last vear, 

In some respects, the decline of 6.0 
per cent of income of the several groups 
from the 1944 record appears quite inci- 
dental when charge-offs and amortization 
details of individual companies are ex- 
amined. These particular elements appear 
in the group figures only in outline, but 
the process of assembling the massed 
facts. For 
one, it was evident before many corporate 


figures revealed interesting 
.eports were reviewed that a wide scope 
was permitted company auditors in de- 
ciding what should be deducted from 
earnings in order to arrive at net income. 
\nalysis of composite accounts indicates. 
in most instances, that net income is the 


amount available for dividend payments. 


Amortization Charges 
\ highly 


parted to charges against earnings by 2 


uneven appearance is im- 
prominent factors: possible heavy amor- 
tization of military facilities, and un- 
usually high outlays (in case of the rail- 
roads, notably) on delayed maintenance 
work, Companies which elected to do so 
could write down the cost of plant and 
equipment directly expanded for prose- 
cution of the war and many of them acted 
in the last half of 1945. Some of the large 
\ retarded up to the 
middle of 1945 by lack of manpower 


railroad systems, 
and supplies, speeded up their main- 
tenance in arrears. charging many mil- 
lions of dollars against the vears gross 
revenue in the work, 

\ number of illustrations of these de- 
velopments will be mentioned further 
along in this discussion, but. first, several 
items affecting the over-all picture of 
croup earnings should be mentioned. By 
comparing Columns 2 and 3, it will be 
~ven that many companies reported upon 
had substantially smaller earnings than 


the year before, a development not  al- 
wavs showing in the group results in the 
last column. Thus, of 27 automotive con- 
cerns, only 6 showed improvement over 
1944. vet the group showing was 10.2 per 
cent larger than in the preceding year. 

The automotive rise Was due solely 
to Chrysler Motor earnings. The com- 
pany s net income increased more than 
$12.000.000 although net sales and op- 
erating profit declined: the gain came 
mainly from a recession of about $23.- 
000.000 in excess profits taxes. Without 
inclusion of Chrysler, the group would 
have recorded a net income decline. 
Note: the General Motors Corporation 
report was not issued in time to be in- 
cluded in this earnings survey. 


Gaps in Line 
Another blanket observation. applying 
to the group report as a whole, is that 
Westing- 


house is included in the electrical equip- 


neither General Electric nor 
ment roster. Other gaps occur in individ- 
ual groupings, due to the absence of 
formal company reports as of the vear 
end. 

Of the financial group, all 20 of the 
companies covered had profits in 1915 
with 9 of them doing better than the vear 
hefore, These companies reported their 


net income before profit or loss on sales 
of securities: Adams Express, American 
International, National Bond & Share, 
\merican-European Securities, Carriers- 
General. General American Investors, 
General Public Service. Insurance Shares 
Certificates. National 
troleum Corporation of 


Atlas 


such — transactions, Atlas 


\viation and Pe- 
America. while 
Corp. included the product of 
showed a 
profit on securities sold amounting to 
$3.500,000. an increase of about 32,500,- 
OOO over the 1944 reeord. The financial 
group showed a gain of 3.5 per cent in 
net income for the vear. but had Atlas 
made its report on the same basis as the 
others, the composite figure of earnings 
would have been lower than in 1044 

The food froup includes the alcohol 
beverage companies whose earnings ran 
high in 1945 and act to distort the group 
record which reveals a rise of 4.2 per cent 
in 1945 net income over the 1944 exhibit. 
Schenley, for example, contributed nearly 
$24,000,000 to the aggregate, 
slightly 
preceding year. 


against 
more than S15.000,000 in the 


Detailed Rail Earnings 
Some interesting figures reveal them- 
selves in analysis of the railroad roster. 


(continued on page 11) 


1945 NET INCOME OF 465 COMPANIES HAVING COMMON STOCK 
LISTED ON THE NEW YORK STOCK EXCHANGE 
—By Industrial Groups— 


Estimated Group 


Number Number 

Reporting Showing 

INDUSTRY To Date Net Income 
Amusement 5 5 
Automotive 27 26 
Building 16 1-4 
Business and Office Equipment 6 6 
Chemical 5: Y BM 
Electrical Equipment 7 7 
Farm Machinery 6 6 
Financial 20 20 
Food x0 30 
Garment Manufacturers 6 6 
Leather 9 9 
Machinery and Metals 19 19 
Mining 15 13 
Paper & Publishing 1] ll 
Petroleum 13 13 
Railroad 61 56 
Retail Merchandising 8 38 
Rubber 7 7 
Steel. Tron & Coke 20 19 
Textile 19 19 
Tobacco 1] ll 
Utilities 25 25 
U. S. Cos, Oper. Abroad 9 9 
Other Companies 18 17 
Total 465 153 





Number Net Income Per Cent 
Showing (Combined Change in Group 
Improvement Incomes Minus Net Income 
(1945 vs. 1944 Combined Losses) (1945 vs. 1944) 
3 $  29.529.000 + 7.2% 
6 70,694,000 +10.2 
10 19.858.000 =~ §2 
3 12.218.000 -— 79 
22 764,000 + £7 
l 5,770,000 27.3 
1 15.466,000 - 7.1 
9 40.633,000 - 3.5 
14 130,380,000 + 42 
3 5.599,000 - 0.9 
6 12.632.000 1.3 
14 87.532.000 99 
1 58.125.000 17.3 
8 19.518.000 9 
8 99,262.000 22.6 
8 107.226.0000 297.4 
29 105.543.000 11.4 
3 59,.959.000 - 49 
8 85.506,000 3.6 
12 38.159,000 +-18.7 
5 66,482,000 + 2.6 
19 376.082,000 + 4.5 
5 8,026,000 22.5 
8 54.438,000 — 5.7 
209 $2.056.401,000 6.6% 








Report Features 
Stockholders and 


Where They Live 


 ypaseton the great array of corporate 
annual reports which begin to ap- 
at this 


Vvear = 


peal season. covering the pre- 


ceding operations, some make a 
distinct impression upon the reader, less 
because of pictorial make-up than by rea- 
son of the contents and arrangement ol 
the text. record of the 
llorida 1945 re- 


veals both in the wording and the tone 


The pamphlet 
Power Company for 
of the descriptive text the management = 
pride in accomplishment and the man- 
avement’s desire to have stockholders 
share in that satisfaction. 


With an 


what out of the conventional, the report 


arrangement of text some- 
leads off with a recounting of prospects 


New 
this 


under the heading “The Future.” 


business it 


sight is summarized in 
fashion 

“A number of leading phosphate pro- 
ducers in our territory have signed con- 
tracts for approximately 8.500 more KW 
than they have needed in the past. Also a 
large number of citrus packing and mis- 
cellaneous plants throughout the terri- 


tory are making larger demands on us. 


Charting the Future 


‘A home building survey conducted 
last vear throughout the Florida-Georgia 
system shows that at least 67 per cent of 
those building houses in the near future 
are planning on making them all electric 

\s a matter of strict reporting your 
had to 
estimates for power and transmission line 


management has revise earlier 
expansion, The company is now planning 
and executing expansions that were orig- 
inally proposed to become effective in 


1948. This should 


enable us to meet all demands on time.” 


accelerated schedule 

Comment on the company’s public re- 
lations work offers a view of employe 
activity going beyond the operations of 
production and transmission facilities. 
“During 1945 as in the years past,” the 
report notes, “every employe has become 
more conscious of the value of the public’s 
We 


any stronger than its public acceptance. 


eood-will. realize that no utility is 
Your officers. directors and employes are 
active in every phase of civic, social and 
fraternal life. for we consider it of 
primary importance to contribute this 


‘plus service’ for the good of our com- 


6 


munity, our country and our company.” 

On this page is reproduced a page from 
the Florida Power report. showing how 
widely the stock is distributed and the 
number of individual holdings, down to 
as small a number as |. The stock of a 
great many corporations with securities 
listed on the New York Stock Exchange 
is held in every State and in a number 
of foreign countries. but distribution is 
seldom made public in such minute detail, 


Wide Participation 
Information displayed in the tabula- 
tion is of interest to stockholders in other 


corporations as well as to the companys 








State Shares Stockholders 
Alabama ; 922 14 
Arizona 513 } 
Arkansas 120 5 
California 16.361 282 
Colorado 2,768 44 
Connecticut 19.609 321 
Delaware 654 19 
District of Columbia 3.603 52 
Florida 109.042 883 
Georgia 36.593 283 
Idaho 20 ] 
Illinois 29,526 431 
Indiana 1.304 33 
lowa 7.228 69 
Kansas 568 14 
Kentucky 3.675 54 
Louisiana 161 10 
Maine 2.813 142 
Maryland 12,084 89 
Massachusetts 23,238 413 
Michigan 7.881 94 
Minnesota 8.807 85 
Mississippi 12] 8 
Missouri 14,715 138 
Montana 715 4 
Nebraska 2.396 39 
Nevada 20 ] 
New Hampshire 1.319 22 


stockholding “family,” revealing wide in- 
vestor participation in a concern of mod- 
erate size. Similar exhibits by many vor- 
porations would tend to emphasize the 
fact that the securities of American com- 
panies are owned in quantity in areas 
not conventionally included in territory 


considered as “reservoirs of capital.” 


Western Interest 
Although both Florida and Georgia, 
States where the company operates. are 
the domiciles of owners of large blocks 
of the stock. other Southern States. the 
Middle West and Far West are well repre- 


sented, 


Every state in the Union as well as 
the United States territories, Eng- 
land and Canada 
by common 


are represented 
stockholders in the 
Company. 


The stock distribution figures shown 


below are as of December 31, 1945. 





New Jersey 53,634 474 
New Mexico 550 5 
New York 521,366 2,116 
North Carolina 9,122 58 
North Dakota 199 3 
Ohio 37,317 357 
Oklahoma 594 8 
Oregon 310 15 
Pennsylvania 36,384 759 
Rhode Island 3.042 34 
South Carolina 3,622 51 
South Dakota 109 7 
Tennessee 1.234 21 
Texas 1.912 47 
Utah 21 l 
Vermont 543 7 
Virginia 14.304 150 
Washington 1,239 50 
West Virginia 1,819 38 
Wisconsin 8,156 116 
Wyoming 849 9 
Canada 674 14 
Canal Zone 22 2 
Cuba 5 1 
Great Britain 40 5 
Hawaii 148 é 
Puerto Rico 9 l 

Total 1,000,000 7,933 
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VINCE early 1941 the number of do- 
S mestic preferred stocks with dividend 
arrearages, listed on the New York Stock 
Exchange, has decreased steadily from 
116 issues to only 48 issues as of the first 


of this year, a reduction of almost 60 per 
cent. The over-all amount of arrearages 
has, in the same interval. dropped from 
about $1,100.000,000 to slightly under 
$918,000.000, a decrease of only about 
16 per cent. 

The contrast may seem to constitute a 
paradox, but upon further investigation, 
it is found that no dividends whatsoever 
have been paid on more than a score of 
the issues in the past few years—thereby 
adding to the aggregate arrearage, while 
other issues have been clearing up all 
backed-up dividends. 

Of the 62 issues in arrears on January 
1, 1945, 9 issues have been suspended due 
to reorganization. recapitalization or as 
the result of mergers. such as the union 
of the Pittsburgh Coal Company with 
Consolidation Coal Company and the re- 
sultant elimination of arrears amounting 
to more than $160 per share on the 6 per 
cent preferred stock. 

live issues, still listed, made payments 
in full. Reductions were effected in 10 
issues, 7 by disbursements, and in 3 cases 
other securities were accepted by some 
stockholders in exchange for the old is- 





December 31, 1945. do not enter into any 
calculations made for the purposes of this 
analysis. 

Upon study of the table on the next 
page. it can be seen that even if all of the 
issues in all groups but that labeled “12 
and over” had been eliminated. a substan- 
tial amount would still have been left to 
be cleared up—S617 million as against 
$918.000,000 or over 67 per cent of the 
present total. In the aforementioned 
group, one issue alone, American & For- 
eign Power Company, Inc., $7 cumulative 
second preferred, series A, accounted for 


STATISTICS OF SAMPLED PREFERRED STOCKS 


— January 1, 1946— 


12 Months’ 


\ pproximate Earnings Recent 
Issue Arrearage Per Share Price 
Armour & Co. 36 prior pid... .......6.4..+...: $25.00 $17.21 $126 
Chicago Great Western Ry. Co. 5° pfd........ 2.50) 2.18 30°82 
Commonwealth & Southern $6 pfd............ 29.95 9.84 124 
International Rys. of Central America 5¢¢ pfd... 36,00 20.76 109 
Minneapolis-Moline Power Implement Co. 

I, (65450 4 Sg beeen hs pene ee 34.3714 10.47 123 
Missouri-Kansas-Texas R.R. Co, 7° pfd. “A”. . 101.50 8.8 3934, 
N.. ¥. Chicago & St. Louis R.R. Co. 6% pfd. “A”. 84.00 22.42 12014 
Pere Marquette Ry. Co. 5‘: prior pfd......... 36.25 19.10 118 
Phillips-Jones Corp. 7% pfd................. 21.00 19.60 125 
United Stores Corp. 6° conv. pfd............ 6.00 6.50 120 


sues and their right to any accumulations. 

The regular rate called for in the inden- 
ture was paid on 8 issues, thereby main- 
taining the same arrearage as a year be- 
fore. Increases occurred in 30 issues, of 
which some payment was made on only 7. 

Dividend declarations subsequent to 


more than $274,000,000, or almost 45 
per cent of the total in that category. 

Of the 23 issues that did not make any 
payments during 1945, no less than 10 
were public utilities which fact may or 
may not be explained by the disintegra- 
tion and corporate simplification require- 





NUMBER OF ISSUES 


DOMESTIC PREFERRED STOCK DIVIDEND 
ARREARAGES AFTER 6 YEARS 


NEW YORK STOCK EXCHANGE LISTINGS 
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Pertinent Data on Preterred 
Stock Dividend Arrearages 
— January 1, 1946— 


Of the 62 issues in arrears. 


Jan. 1, 1945 


9 issues have been suspended 
5 issues have been paid up 
10 issues decreased arrearages 
7 by payments 
3 by exchange offer 
8 issues maintained the same 
arrearages 
0 issues increased arrearages 
7 made payments 


23 made no payments 


Leaving 48 issues in arrears, 


Jan. 1, 1946 











ments of the Public Utility Holding Com- 
pany Act of 1935. There were 3 publi: 
utility issues among the 9 suspensions. at 
least two of which were the direct result 
of listed companies’ complying with the 
Act. 

Other public utility issues in arrears 
and their status as of the first of the vear 


follow: 


United Corporation $3 cumulative 
preferred — cumulative back dividends 
are being lowered through a medium of 
exchange of the Company's holdings of 
securities in the Philadelphia Electric and 
Delaware Power & Light companies for 
shares held by the public; 

American & Foreign Power Com- 


pany’s $6 and $7 preferred issues 
dishursements were made during 1945 


at the regular dividend rates, the arrear- 
ages remain the same: 


Commonwealth & Southern $6 
preferred—paid $5 in 1945 with the 
consequent increase of $1 per share 
added to the preceding year’s liability. 

The most notable among the issues paid 
up were Certain-teed Products Corpora- 
tion © per cent prior preference and Real 
Silk Hosiery Mills 7 per cent preferred. 
which cleared away arrears outstanding 
as of January, 1945, of $46.50 and $31.75 
per share, respectively. 

Several plans now in the offing may re- 
duce the number of issues in arrears ma- 
terially before another year has gone by, 
such as: the possibility of a merger be- 
tween Pere Marquette and Chesapeake & 
Ohio Railroads: the contemplated ex- 
change of Electric Power & Light Com- 
pany’s holdings of United Gas Corpora- 
tion for their delinquent preferred issues: 
and the suggested recapitalization of 
Austin Nichols. American Woolen. Le- 
high Valley Coal and others. 


Prices and Earnings 

The data on the individual issues listed 
in the table are for illustrative purposes 
and not to be construed as a suggestion 
of purchase or sale. The roster includes 
7 issues that appeared in a similar table 
last vear, and in every case the prices of 
these issues were higher on February 26, 
1946, than a year ago, whereas the earn- 
ings per share covering a twelve-month 
period (not necessarily the company’s 
fiscal year) declined in 3 instances and 
increased in 4, 

In 3 cases the arrearage rose, in 3 it 
fell, and in one case remained the same. 





ARREARAGES ON LISTED DOMESTIC PREFERRED STOCK 
ISSUES—BY NUMBER OF YEARS DIVIDENDS ACCRUED 
— January 1, 1946— 


Approximate 


No. of Year- No. of Issuers No. of Tssues Arrearage 

Less than | 2 2 S 615.000 
1-2 | 1 2.365.000 
2-3 l l 9.718.000 
34 ; 3 1.484.000 
1-5 2 2 56.673.000 
5-6 | 3.393.000 
6-7 | | 878.000 
7-8 6 4 90.830.000 
8-9 ; , 26.54-4.000 
9-10 0 0 eee 
10-1] 5 | 67.391.000 
1l-12 a 3 11,117.000 
12 and over 16 7 616.958.000 

Summarv: Number of Issuers in Arrears 37 

Number of Issues in Arrears 8 


\pproximate Arrearage 


Note: 


$917.966.000 


Includes all dividend declarations made in 1945. 


Stock Market 


(continued from page 4) 


The point I want to stress is that the 
market, because of credit and trading reg- 
ulations. is much thinner even than it 
was in the fall of 1937 when the indus. 
trials dropped over 40 per cent from the 
highs of August to the lows of November 
and 33 per cent from just after Labor 
Day to Thanksgiving Day. 

The speculative long interest is infi- 
nitely larger than it was in 1937, and 
stocks even now are much higher priced. 
Some day these restrictions on trading 
and these restrictions on the use of credit 
to buy stocks are coming home to roost. 
When that time comes. margin restric- 
tions, in my opinion, will be and should 
be relaxed and the floor trader and the 
specialist should be given more room to 
move around. It would be more effec- 
tive. from the standpoint of protecting 
investors, however, if we locked the barn 
door before the horse was stolen rather 
than after. 

The second lesson I would draw from 
the February retreat is like the first and 
merely a corollary to it. Those of us who 
are advising investors should be very 
frank in telling our clients that they 
should sell stocks while they are still go- 
ing up, rather than after they have begun 
to go down. The cost of reaching for the 
top of this bull market is going to be 
very high. The only way to capture the 
remarkable profits which have accrued is 
to take them too soon and see stocks go 
up above the prices at which they are 
sold. That will demand more intestinal 
fortitude than many of our emotional 
clients will have, and it may cause the 
broker, advisor, or investment counsellor 
to look foolish for a while. 

One of the most successful traders | 
know, often says that he wants to sell his 
stocks to other people at a price at which 
the buver will be able to make some 
money too. He says that he does not care 
to “stick” the person who buys either 
goods or securities from him, because. in 
the long run, it is poor business. That 
makes a lot of sense any time, and more 
than a lot as a very thin bull market 
approaches its tops. 

All we have seen in the February inter- 
lude is what can happen when liquida- 
tion comes into the market on a small 
scale. and at a time when most specu- 
lators are confident that the long range 
upward trend still is in motion. We 
should use our imagination to picture 
what could happen when liquidation 


(continued on page 12) 
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Union Asbestos 


475.376 Shares 


sis iil 
7 ei - 
n Stock, >? Pa 


I: U AB 


Commo 


Ticker Symbo 


LTHOUGH the business of the com- 
£X pany consists principally of the man- 
ufacture and sale of 2 distinct groups of 
products, the wide diversity of finished 
products goes beyond implications con- 
tained in the company’s name. One group 
of products includes insulation materials, 
industrial packings and textiles. in the 
manufacture of which asbestos is the ba- 
sic raw material. The other consists of 
specialties generally fabricated from 
metal for use in the manufacture, mod- 
ernization and repair of railroad freight 
cars, principally refrigerator cars. 

Incorporated in Illinois in 1918, the 
corporation owns and operates 3 separate 
plants. Two of these manufacture insula- 
tion products and are located in Cicero. 
Ill., and Paterson, N. J. The steel fabri- 
cating plant is located in Blue Island, Ill. 
The company’s principal executive offices 
are in Chicago. 

Insulation products manufactured in- 
clude a trademarked flexible insulation 
applied spirally to steam pipes; an asbes- 
tos. water-repellent, insulating medium 
used primarily on train line pipes of pas- 
senger cars and locomotive tenders and 
on steam and exhaust pipes: asbestos 
tubing used for insulating oil lines of 
mechanical lubricators and for other 
small pipes; carded asbestos fibres: as- 
bestos cloth, asbestos spun yarn, asbestos 
metallic sheet packing, woven asbestos 


Vew Listings on 


E NEW YORK STOCK 





& Rubber Compa") 


EXCHANGE | 


Reg 


Announcements of new listings of securities are 
confined mainly to a brief description of the issuing 
corporations’ business and facilities. Detailed infor- 
mation is contained in the Listing Applications 
which may be obtained from member firms of the 
New York Stock Exchange. 





Consumers of Asbestos and Allied Products Are Found in Many Fields 


wicks for oil stoves and various similar 
products. 

The company also manufactures a 
molded sectional pipe covering. and a 
blanket of insulation. under trademarks. 
Various other forms of asbestos products 
are made for special purposes upon spe- 
cifications by buyers. 

The asbestos insulation products are 
sold principally to railroads, contractors 
and distributors for use, among others. by 
utility companies, chemical companies, 
food processors, oil refineries, for use in 


steam plants. to mill supply houses and 
plumbing and heating supply houses. 
The companys railroad equipment 
products—the “heavy industry” division 
at the Blue Island plant—consist of spe- 
cialties used principally in refrigerator 
cars such as stationary and convertible 
bulkheads. which are the metal compart- 
floor racks 
used to permit air circulation under the 
load. drain spouts. well traps, utility 


ments which retain the ice. 


doors. fans used to stimulate air circula- 
tion for car temperature equalization. and 


9 








hand brakes for all types of freight cars. 
Ihe Blue Island plant also fabricates 
metal parts and equipment for industrial 
customers in many fields. 

During the war the company continued 
to manufacture its standard line of asbes- 
tos products for its regular customers. 
lwo of its relatively new developments 
were made standard equipment by the 
Navy prior to the war and were purchased 
in large quantities by the Navy during 
the war. The company reports that no 


major reconversion problem confronts tt. 


New Products on Way 


(Through the efforts of its research. ev- 
perimental and development personnel. 
the company expects to introduce during 
the post-war period new products to its 
present types of customers as well as to 
totally new customers. Modest expansion 
of present manufacturing facilities is con- 
templated in the near future. 

\ privately owned corporation until 
near the end of last year, shareholders on 
November 30. 1945. voted to reclassify 
and increase the authorized capital stock 
from 70,000 shares of S10 par value stock 
to 500,000 shares of 55 par value stock, 
and the 59.422 issued and outstanding 
shares of $10 stock were exchanged for 
175.376 shares of the $5 stock through 
the issuance of 8 new shares for each old 
one held. Distribution of these shares to 
the public was effected early in January. 


Asset Position 

The balance sheet as of September 30, 
1945. showed total assets of $5.582,284. 
Current assets amounted to $4.749.992, of 
which $2,698,477 consisted of cash. com- 
pared with current liabilities of $1,391,- 
317. The outstanding capitalization con- 
sists solely of the 475,376 shares of com- 
mon stock. There is no funded debt or 
bank loans. 


The Visking 


Corporation 


540.000 Shares 


Class “A” Common Stock 


Par 35 


Ticker Symbol: VKG 





7 direct application of research to 
broaden the base of a corporation’s 
business found a significant demonstra- 
lion in this company’s development. 
Founded in 1925 as a Virginia corpora- 
tion, the Visking plant sought to change 
over from the use of animal products in 
the manufacture of sausage casings. and 
attained results via a fellowship which 
had been established by Erwin O. Freund. 
Visking President, at the Mellon Institute 
of Industrial Research. 

The company became a pioneer in the 
production of casings from cellulose. em- 
ploying cotton linters and wood pulp as 
hasic ingredients. A report by the con- 
cern states that production has increased 
every year since the beginning, a notable 
demand from the military helping to en- 


World War II. 


large volume during 


Largest customers are the meat par kers, 
and the application of cellulose ca-ings 
has in recent years been extended to many 
kinds of packaged meat. Sales to the 10 
largest corporate buyers accounted for 
approximately 33 per cent of Visking’s 
domestic business in 1944, the last year 
for which a sales analysis is available. 

In course of the research at Mellon 
Institute, it was learned that the du Pont 
Cellulose Company owned several basic 
patents essential to the process of manu- 
facturing cellulose casings by the extru- 
sion of viscose, Thereupon a_ cross. 
licensing agreement was entered into with 
the du Pont interests. Du Pont Cellophane 
received under the agreement a 20 per 
cent interest in the new corporation. The 
agreement was continued until du Pont 
patents concerned expired in January, 
1945. 


Adding to Facilities 

Visking has been adding to real estate 
holdings adjacent to its main plant in 
Chicago and plans are being worked out 
for a broad extension of casing produc- 
tion to cover new packaging fields. The 
“extrusion process” is being applied to 
other plastics used for the protection of 
such commodities as cheese, snuff, gloves: 
and the program calls for enlargement of 
plastic products to be woven into screen- 
ing, auto seat covers, and so on. 

The company has paid cash dividends 
in each of the last 15 years. The balance 
sheet as of September 30, 1945, showed 
total assets of $7,349.400. Current assets 
amounted to $4,956,700, compared with 
$2,275,000 of current liabilities. 

Net sales were reported as $9,040,200 


for 1944, compared with $5,299,500 in 


1939 and $1.025,800 in 1930. Net income 
after Federal taxes in 1944 amounted to 
$1,169.800, against $1,234,700 in 1943 
and $1.638.300 in 1939. 


How War-Time Sales Receded 


N its latest survey of American listed 

corporations, the Securities and Ex- 
change Commission reveals figures show- 
ing clear outlines of the way sales tapered 
off in 1945 as war demands slackened. 
The study, by quarters, covered the oper- 
ations of 198 companies. Starting with 
April. 


May or June according to corporate fiscal 


the second quarter (ended with 


vears). the record was as follows: 
Total sales: second quarter, $7,950,- 
106,000; third quarter, $6,024,247,000; 
fourth quarter, $5,150,022,000 — Sales 
pursuant to war contracts alone: 
quarter, $5,436,876,000: third 


Q°- 


quarter, $3.357.328.000:; fourth quarter, 


second 


10 


$1.519.964.000. 

Of the 198 corporations. 148 reported 
unfilled war contracts at the beginning 
of the second quarter amounting to $17.- 
852.986.000. Nine months later such un 
filled contracts had receded to $1.363.- 
308.000. Total sales of these 148 com.- 
panies reporting unfilled war contracts 
were: second quarter, $5,429,741.000: 
third quarter. $3.864.927.000; fourth 
quarter, $3,216,883.000. 


Oil Group in Lead 
Oil refining concerns constituted the 
industry group reporting the largest sales 


> 


for the 3 quarters. Eleven companies had 


aggregate sales (dollar amounts or oper- 
ating revenues) of $1,438,056,000 in their 
second quarter; $1.373,771,000 in the 
third quarter, and $1.166.716,000 in the 
fourth quarter. Sales pursuant to war 
contracts for these companies were: sec- 
ond quarter, $526,556,000; third quar- 
ter. $425.831.000; fourth quarter, $136,- 
986.000. Three of the 11 refining 
companies had unfilled war contracts, 
totalling $374.375,000 at the start of the 
second quarter and $34,173,000 of such 
contracts 9 months later. 

The industry group reporting the sec- 
ond largest total sales for the 3 quarters 
comprised iron and_ steel companies. 
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Uneven Income 
Figures for 1945 
Show Corporate 
tccount Problems 


(continued from page 5) 

Although all except 5 of the 61 com- 
panies reviewed earned profits last year, 
and & gained over 1944, the group net in- 
come declined 27.4 per cent. The heavy 
expenditures for maintenance which ate 
into gross revenue may be illustrated by 
reference to several leading systems: 

New York Central had a decline of 
more than $11,000,000 in net income, 
accompanied by an increase of $47,- 
000,000 in maintenance of equipment: 

Pennsylvania's net receded from $64,- 
700.000 to $49,000,000 but maintenance 
of track and equipment increased $35.- 
300.000, 

Union Pacifie’s net decline from 541.- 
100.000 in 1944 to $33,000,000 at the 
same time that $39,000,000 more was 
spent on upkeep. 

Norfolk & Western spent $9.200,000 
more than the year before on maintenance 
and net income decreased $7.200.000. 

\ similar record would be disclosed by 
study of nearly all the railroad income 
accounts. In certain instances, too, rail- 
roads elected to charge extraordinary 
amortization of war facilities to the 
vears revenue, the 2 items acting to 
throw the year’s final net revenue ac- 
counting out of line with the proceeds 
which would have been reported in an 
ordinary year. As insufficient aviation 
company reports to form a_representa- 
tive group had been issued by press time 
for THE ExcCHANGE, the presentation of 
interesting information from this field 
had to be postponed: it stands to reason 
that the great decline in orders for mili- 
tary aircraft which followed V-J| Day 
found marked reflection in the manufac- 
turing company bookkeeping. 


Farm Machinery 

Although all 6 farm machinery com- 
panies of the group made money last 
year. only one gained over 1944, News 
reports of late have disclosed that this 
area of heavy machinery has been work- 
ing on a small margin of profit. All except 
tof the 13 mining concerns which made 
a profit in 1945 were less profitable than 
the year before. an event hardly surpris- 
ing because of the ending of war con- 
sumption, and accounting mainly for 
the 17.3 per cent net income decline for 
the year. In contrast, all of the 11 paper 


and publishing companies included in 
the group had net profits, 8 doing better 
than in 1944, 

Although 8 of the 13 petroleum con- 
cerns made a higher profit than the year 
before. some of the larger units saw their 
revenue cut sharply after the war ended. 
resulting in a 22.6 per cent recession of 
net, 

Much of this decline grew from a drop 
Atlantic Refining from more 
than $14.000.000 in 1944 to approxi- 
mately 


in case of 


$1.500.000 in net revenue. ac- 
counted for largely by the deduction of 
around $7.000.000 for unamortized cost 
of emergency war facilities. 
Store Business Active 

Supporting department store sales rec- 
ords, issued from month to month, retail 
merchandising made the second strongest 
showing of all the groups. with a gain of 
11.4 per cent. No less than 29 of 33 cor- 
porations did better than in O44. and a 
final net income of more than SLO0O.- 
000,000 threw light upon the rise of mer- 


chandising company stocks in recent 
months. 

Rubber companies reversed their trend 
for more than 3 vears. only 3 of 7 com- 
panies of the group showing an improve- 
ment of revenue and the group result de 
clining 4.9 per cent. It is to be supposed 
that the series of strikes among motor eat 
affected — ad- 
versely the production of original tires 


and equipment concerns 
for cars fresh off the assembly lines. al- 
though the 


arose after the vear ended. Steel com- 


more extensive handicap 
panies fared better in 1945 than might 
have been expected in view of reconver- 
sion problems which affected them and 
many of their customers. and a 3.6 pet 
cent decline of net revenue for the group 
was less than that recorded during one o1 


2 war vears, 


Large Textile Trade 
Textiles supply a bright spot in the 
survey. 12 of 19 companies doing better 
than in 19-44 and the group gaining 16. 
per cent over 194-4. 


























Petroleum... Surprises Eventuate 


continued 


undoubtedly refleet- in part the publicity 
siven to the wartime achievements of our 
armed forces made possible in large meas- 
ure by the superior fuels supplied by the 
Amevican oil industry, a more important 
factor contributing to increased sales of 
these higher priced products is the high 
level of purchasing 
With the trend toward generally higher 


wages continuing. it is expected that sales 


consumer power. 


of premium grade gasolines will remain 
considerably rates. The 


margins on this 


above pre-wal 


wider profit business 
should have the effect of lessening the im- 
pact of smaller total volume on oil com- 


pany revenues, 


fnnual Growth 

The rate of growth of petroleum con- 
sumption over a period of years has av- 
(s this trend 
is expected to continue for some time 
into the future, it is imperative that the 
oil industry continue to find new oil in 
quantities at least equal to that withdrawn 


eraged 5 per cent annually. 


from reserves, 

Crude oil prices are now only slightly 
higher than the 1937 level. although ex- 
ploration and development costs have 
Neverthe- 


less, the OPA refused to regard replace- 


since then more than doubled. 


ment cost as a basis for a price rise and 
turned down repeated requests for an in- 
crease in crude oil price ceilings during 
the war, basing its refusal on the indus- 
trys favorable earnings record. No rec- 
ognition was given to the fact that these 
earnings reflected in large measure the 
production of oil from previously discov- 
ered low-cost reserves. 

While the OPA announced last month 
that producers’ price ceilings for crude 
oil would be increased 10 cents per bar- 
rel. this increase was regarded by the 
industry as far short of that warranted by 
the increase in discovery and production 
costs over the past several years. Sub- 
stantial support is developing in Congres- 
sional circles for removal of price con- 
trols in industries where production ex- 
ceeds pre-war levels and which are capa- 
ble of meeting all current demands. As 
this is noticeably true of the oil industry. 
it is entirely possible that it may be the 
first of the major industries to be freed 
of price controls. 

This is indicated by the recent state- 
ment of Economic Stabilization Director. 
Chester Bowles, that petroleum price curbs 
will be months, 
possibly prior to June 30th of this vear. 
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Throughout the war period, except 
1942 when 


operations were afltected by transporta- 


for a temporary decline in 
tion difficulties. oil company earnings in- 
creased steadily. 

As crude production and refinery out- 
put expanded, unit production costs de- 
clined. and this together with the ready 
market for all petroleum products at all 
times combined to place the industry in a 
favorable earnings position — despite 
heavier taxes and rising costs, 

The upward trend of earnings continued 
through the end of the Japanese War and 
reported net income of leading oil compa- 
nies for the first 1945 


showed an average increase of about 15 


nine months of 


per cent as compared with the corre- 
sponding period of 1944. The decline in 
operations after the end of the war offset 
the earlier gains and, together with spe- 
cial charges in the final quarter made by 
many companies on account of acceler- 
ated facilities. re- 
sulted in lowering aggregate profits of the 
1945, to slightly 


amortization of war 


industry in 


1O-44 level. 


Elements 


under the 


iffecting Revenue 

The reduction in operating levels indi- 
cated for 1946 will be reflected in lower 
revenues for the petroleum industry as a 
whole. at least until such time as price 
increases are effected or petroleum de- 
mand trends upward again. A consider- 
able offset to lower operating revenues, 
however. may be provided by reduced 
drilling operations and in some cases by 
the elimination of excess profits taxes and 
wartime contingency charges. 

While the industry as a whole was not 
heavily in the excess profits tax bracket, 
a great deal of wildcat drilling was under- 
taken because of the tax situation. Thus. 
in addition to possible curtailment of or- 
dinary drilling activity in line with lower 
crude oil demand. most tax-inspired drill- 
ing will be eliminated by the repeal of ex- 
cess profits taxes. 

Wage increases will be a factor in in- 
creasing costs and will be especially felt 
where unit costs are increased as a result 
of curtailment of production, However. 
for the industry as a whole the ratio of 
wages to operating costs and to sales is 
relatively low as compared with other 
industries and should not be considered 
a major factor in the earnings outlook. 
from a short term viewpoint the effect of 
generally rising wage and price levels is 
likely to favor the oil industry on bal- 


ance because of the stimulation of de- 
mand for products caused by large pur- 
chasing power and increased leisure time 
for the car-owning public. 


Varied Prices 

There may be a considerable diverg- 
ence in the results shown by various com- 
panies due to uneven fluctuations in sales 
and prices in different sections of the 
country. The rate of drilling operations 
will have an important effect on current 
earnings especially where intangible de- 
velopment costs are charged against cur- 
rent operations. Prices, of course. will be 
a main factor and any real relief in Gov- 
ernment price policy would be a most 
important influence. In connection with 
the recent 10-cent crude price increase 
the OPA stated that no increase in refined 
product prices would be authorized pend- 
ing further study, which for the present 
would narrow the refiners’ margin. 

However. in view of previous shading 
of wholesale gasoline quotations the in- 
creased crude price is likely to have a 
strengthening effect on the price structure. 
and this, together with strong regulatory 
control of crude output. should make for 
stability of operations and prices during 
the transition period. 


Stock Market 


(continued from page 8) 
appears on a large scale and when specu- 
lators and investors really lose confi- 

dence and become pessimistic. 
| hope that the regulative authorities, 
whether they be seated in Washington. or 
Philadelphia will read __ this 
thoughtfully. The present market ma- 
chinery. as I see it as an experienced 


article 


technician. is designed only to meet the 
problems of an enthusiastic bull market. 
It is not streamlined for the reverse con- 
dition, and the time to make it ready for 
emergency is when the financial weather 
is fair rather than foul. 

It is suggested that whenever the Dow- 
Jones industrials sustain a 10 per cent re- 
action in the future that investors, specu- 
lators, floor traders and specialists imme- 
diately be permitted to buy stocks on a 
50 per cent margin basis. If the market 
declines 10 per cent more, the margin 
requirement for new purchases should be 
cut to 40 per cent, and on the third 10 
per cent decline margins should be cut to 
30 per cent. Furthermore. it might be 
well even to consider reducing margin 
requirements on short sales as the market 
woes up. By encouraging a large short 
interest, a cushion could be put under 
prices. There are too few cushions now. 
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Letters to 
discussion 


CLEVELAND, 

When first-quarter earnings have appeared 
in sufficient quantity to provide material for 
a study, it will be informative to show how, 


OHIO 


or if, the elimination of excess profits taxes 
has affected them in comparison with the 
same period of 1945. Please keep this sug- 
vestion in mind; the result of an analysis 
would be appreciated by your readers. 


M. B. 
PHILADELPHIA, PA. 


It is human to err—and I am not thinking 
about errors made in investing but. in the 
premises, about mistakes in considering the 
lowly situation of money rates. For a long 
time, especially when war financing was un- 
der way, the flood of comment impressed me. 
to the effect that Government was purposely 
keeping interest rates down. Now that heavy 
Federal financing is ended. interest has gone 
even lower. Isn’t there some error in charg- 
ing extraordinarily low rates to Government 
operations? It is easy for an idea, not in- 
frequently an erroneous one, to be reiterated 
so often that it finally is taken as an ac- 
cepted fact. Of course, it can be argued that 
Government policies, relative to continued 
big spending when the budget remains far 
out of balance, acts to enlarge bank deposits 
and the money supply in other forms. But 
more attention than it receive 
could be centered on the previously swollen 
money supplies, leaving aside the present 
and future situation of the budget, in ex- 
plaining low interest return. A glutted mar- 
ket in anything brings about low prices. 


5: .D: 


LARCHMONT, N. Y 

. A clothing manufacturing company 
reports high earnings for 1945, despite 
shortages at retail of men’s suits; a con- 
tainer manufacturing company earns about 
as much per-share in 1945 as in 1944, de- 
spite a tight paper situation; railroad com- 
pany earnings of 1945 fall sharply, per- 


seems to 


share, in many instances despite a high level 
of traffic; department store earnings rise 
although their supplies are light. if not non- 
existent, in certain important lines. It is all 
very confusing to me, an addict to the effort 
to project earnings on the basis of past cor- 
porate performances. I am reaching the 
point where past performance seems not to 
be worth much as a guide: and now long- 
struck plants intrude to force in an adverse 
earnings element most dificult to measure. 


i ae ee 


CHICAGO, ILL. 

I have enjoyed your magazine for the past 
several vears. There is an article in the cur- 
rent issue, headed “Actual Capital Gains 
Tax on Long Term Holdings” which is in- 
teresting. Personally, I have never been 
able to sell myself on the idea that capital 
gains are income or that capital losses are 
a loss of income. However, our lawmakers 
have seemed to have disagreed. It seems to 
me that, as our present law is set up. limit- 
ing losses to $1.000 while capital gains sub- 
ject to tax are unlimited, it is unfair, un- 
reasonable and discriminating to the tax- 
payer. Of course, in the “old days.” as your 
article states, everybody hastened to take a 
loss to reduce his income tax which, of 
As I under- 
stand it. the British have never taxed capital 


course. hurt the Government. 


cains or deducted for capital losses. I do 
not know why we do it. D. W. W. 
LOCEP ORT. N.. ¥. 
Maybe you'll think it strange when 


you look at this letter and think at first that 
it is going to be laudatory. or critical, of 
Tue ExcHANGe’s articles. Neither purpose 
directs this writing. 1 merely want to say 
that articles and tabular matter, probably 
good for persons who study them, haven’t 
been as beneficial to me over several years 
as the letter page has. Most folk like to 
read letters, of course, and satisfy their 
curiosity and little more. But some of the 
published comment of this page has given 


the editor in whole or in part, are presente d here as a contribution to current 
of investment, economic and general financial subjects of public interest. 


me hints—-much of it cautionary—that has 
helped me protect my capital gains. A good 
skeptic about market prices can aid traders, 
whereas a constant booster often misleads 


J. W.. A. 


ALLENTOWN, PA. 
Where do we go from here? Have top 
prices for 1946 been reached by a consider- 
able number of the more exuberant stocks of 
1945? You'll recall, or can confirm by look- 
ing up records, that some of the big gainers 
of last vear were also big gainers in 1944, 
setting tops on top of tops for 2 years in 
I know you won't try to guess 
(and 
neither will [), although, not confidentially, 
1 am looking more to 1947 than to the re- 
mainder of 1946 for the fruition of the excel- 


succession. 


the answers to the above questions 


lent post-war business prospects which 
strikes have been messing up. 


Dew. S. F. 


MD. 
common. stocks. Usually. | 


BALTIMORE, 

I buy 
consider my purchases as investments, hav- 
ing no idea of making “quick turns” as the 
saying is: but results sometimes convince 
me (for a while) that I am at heart a spec- 
ulator. hopefully waiting for capital to grow 
larger. this more than confidently waiting 
for the next dividend payment. 
tor or investor, I retain. I think. a sense of 
humor toward the human side of the market, 


Specula- 


represented by the play of emotions, often 
in the written word. Last January much 
market comment laid emphasis upon the 
“100 per cent cash business” being done, in- 
ferring that. with margins eliminated, stocks 
would be more resistant to profit-taking and 
But look! If stocks were es- 
pecially resistant in February, the fact of it 
escaped me. No deep reasoning or experi- 
ence is required to show that cash—or paid- 
for stocks, it would be better to say—is a 


other selling. 


sensitive commodity. The poet may consider 
his purse as trash but never what is inside it! 


G. Mcl. 
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Vital in a democracy are all the 
means for clear expression of 
public opinion. 

That is why so much of our basic 
law is dedicated to safeguarding 
our freedoms of speech, press, 
assemblage and worship. 


Indeed, the two most funda- 
mental means for expression of 
public attitudes are old as the 
nation itself: 


1—The free American election 
2—The free American market 


Through the former, the voice 
of the people is heard on issues 
related to government; through 
the latter, the people speak their 
hopes and their apprehensions 
regarding economic questions 
that affect the national welfare. 


Both channels of public expres- 
sion are necessary to the demo- 
cratic system. Both your neigh- 
borhood voting place and the 
New York Stock Exchange pro- 
vide common meeting grounds 
for all shades of opinion . . . and 
on both, the majority opinion 
being registered at the moment 
is the one that prevails. 


No one pretends that the ma- 
jority is always right, either at 
the voting place or on the 
market place. That is another 
of democracy’s freedoms—the 
privilege of being wrong. 


But, just as a thermometer is 
expected to record the tempera- 
ture, not create it—the election 
returns and the market quota- 
tions both give accurate measure 
of the opinions of the majority, 


while making no attempt to sit 
in judgment on the correctness 
of those opinions. 


Second only to preserving the 
purity of the ballot is the need 
for preserving the integrity of 
the market place. This Exchange 
recognizes its responsibility. No 
artificial influences must affect 
prices and thereby distort the 
clear expression of public opin- 
ion. To that end, we maintain 
a degree of self-imposed regula- 
tion unsurpassed in strictness. 


Thus, the optimism and pessi- 
mism expressed here daily in the 
rise or fall of prices is the view- 
point of the public . . . uncolored 
by other influences. 


Truly, the voice of the people 
speaks more clearly and force- 
fully through this Exchange and 
the other organized markets of 
the country than through any 
other single means of expression, 
save the polling place. 


And on the market place, alone 
among all the forums of public 
expression, the people back their 
opinions with their dollars. 


That oft-repeated question, 
“What did the market do to- 
day?” is just another way of 
asking, ‘‘What did the people 
think today?” 

*“What is Wall Street saying?” 
can properly be interpreted as 
“What is Main Street doing?” 


New York STOCK EXCHANGE 








